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DEFENSE, DEPARTMENT OF; GENERAL SERVICES ADMINISTRATION; AND NATIONAL AERONAUTICS AND
SPACE ADMINISTRATION  
in c re a s e  in  th e  mi n i mum a c q u is i t io n  c o s t  c r i t e r io n  fo r  c a p i t a l i z a t io n  pu rposes from
$1,000  t o  $1 ,500 h a s  b e en  p ro p o se d  by  DOD, GSA, and NASA (s e e  th e  7 /9 /8 6  Fed.
R eg., p . 24971). The p ro p o se d  r u l e  w ould  r e v i s e  C o st A cco u n tin g  S ta n d a rd  404  t o 
r e c o g n iz e  th e  e f f e c t  o f  i n f l a t i o n  and  w ould , a c c o rd in g  t o  th e  a g e n c ie s ,  "o n ly  
re q u ire  c a p i t a l i z a t io n  o f  th o se  a s s e ts  t h a t  a re  o f  s ig n i f ic a n t  value."  The Cost 
A c co u n tin g  S ta n d a rd s  a r e  b e in g  p ro p o se d  f o r  i n c o r p o r a t io n  i n t o  th e  F e d e ra l  
A c q u i s i t io n  R e g u la t io n  u n d e r FAR C ase 8 6 -3 1 . T h is  p ro p o se d  r u l e  i s  th e  seco n d  
proposed re v is io n  to  th e  s tan d a rd s  o r ig in a l ly  p rom ulgated  by  th e  C ost A ccounting 
S ta n d a rd s  B oard . (See th e  7 /1 4 /8 6  Wash. R p t. f o r  in f o r m a t io n  a b o u t th e  f i r s t  
proposed re v is io n .)  W ritte n  comments m ust be su b m itted  by 9 /8 /8 6  to  th e  G eneral 
S e rv ices  A d m in is tra tio n , FAR S e c r e ta r ia t  (VRS), 18th  & F S t r e e ts ,  N.W., Room 4041, 
W ash in g to n , D.C. 20405. F o r f u r t h e r  in f o r m a t io n  c o n ta c t  M a rq a re t  A. W i l l i s  a t  
202/523-4755.
FEDERAL ELECTION COMM ISSION
The t o t a l  number o f  p o l i t i c a l  a c t io n  com m ittees (PACs) h as  in c re a se d  o v er th e  number
re p o rte d  a t  th e  end o f  1985, acco rd in g  to  th e  FEC's r e c e n t ly  re le a s e d  sem i-annual 
c o u n t o f  PACs. As o f  7 / l / 8 6 ,  4 ,092  PACs w ere  on r e c o r d  w i th  th e  FEC, o v e r  th e  
3 ,992 r e g i s t e r e d  a s  o f  1 2 /3 1 /8 5 . N e a rly  10 y e a r s  ago , a t  th e  end o f  1976, 1 ,146 
PACs w ere r e g is te r e d  w ith  th e  FEC and o n ly  608 PACs w ere r e g is te r e d  a s  o f  12/31/74 
when th e  FEC i s s u e d  i t s  f i r s t  r e p o r t  o f  t h i s  ty p e . F o r f u r t h e r  in f o r m a t io n  
c o n ta c t F red  E ilan d  a t  800/424-9530 or 202/376-3155.
SECURITIES AND EXCHANGE COMMIS S ION
"A p p ro p ria te  c r i t e r i a  to  e s ta b l i s h  th e  th re s h o ld  le v e l  fo r  com panies t o  e n te r  th e
re p o r tin g  system  under th e  S e c u r i t ie s  Exchange Act o f 1934" i s  th e  s u b je c t o f  an
ad v an ce  n o t i c e  o f  p ro p o se d  ru le m a k in g  by  th e  SEC (s e e  th e  7 /1 4 /8 6  F ed . Reg., pp. 
25369-71). T h is  n o tic e  a ls o  in d ic a te s  th e  SEC's d e s ir e  fo r  in fo rm a tio n  on "o th er 
c r i t e r i a  fo r  e s ta b l is h in g  a  te rm in a tio n  o f  r e g i s t r a t i o n  o f  a  c la s s  o f  s e c u r i t i e s  
o r  s u s p e n s io n  o f  th e  d u ty  t o  f i l e  r e p o r t s . "  Comments s h o u ld  b e  r e c e iv e d  on o r  
b e fo re  9 /30 /86 . For fu r th e r  in fo rm a tio n  c o n ta c t R ichard  W ulff a t  202/272-2644.
In  a  r e la te d  m a tte r , th e  SEC announced ad o p tio n  o f  r e v is io n s  to  Rules 12g-1, 
12g-4 and 12h-3 under th e  S e c u r i t ie s  Exchange A ct o f  1934 w hich would in c re a se  th e  
number o f  is s u e r s  o u ts id e  th e  scope o f  th e  r e g i s t r a t i o n  and re p o r t in g  req u irem en ts  
o f  th e  Exchange Act by a d ju s t in g  th e  t o t a l  a s s e ts  th re s h o ld  from $3 m il l io n  to  $5 
m i l l i o n  ( s e e  th e  7 /1 4 /8 6  F eg . Reg., pp. 2 5 360-62 ). The e f f e c t i v e  d a te  o f  th e s e  
f i n a l  ru le s  i s  8 /15 /86 . For f u r th e r  in fo rm a tio n  c o n ta c t Karen O 'Brien a t  202/272- 
2644.
A ction  t o  im prove in te r n a t io n a l  s e c u r i t i e s  m arkets, in c lu d in g  i n i t i a t i v e s  to  sh are
in f o r m a t io n  on e n fo rc e m e n t m a t t e r s , w as u rg e d  b y  SEC C hairm an  S.R. Shad i n  a 
7 /1 6 /8 6  a p p e a ra n c e  b e f o r e  th e  1 1 th  A nnual C o n fe re n c e  o f  th e  I n t e r n a t i o n a l  
A sso c ia tio n  o f  S e c u r i t ie s  Commissions in  P a r is ,  France. A ddressing th e  opening 
se s s io n , Chairman Shad s ta te d :  "The s tro n g  grow th o f  th e  in te r n a t io n a l  s e c u r i t i e s  
m arkets h as  been b o th  a  p ro d u c t and a  s t im u la to r  o f  th e  w orld -w ide  recovery  from 
th e  1982 r e c e s s io n  . . . .  W h ile  f u t u r e  r e c e s s i o n s ,  p o l i t i c a l  and  econom ic
d i s r u p t i o n s  and  m a rk e t r e a c t i o n s  sh o u ld  be  a n t i c i p a t e d ,  th e  i n t e r n a t i o n a l  
s e c u r i t i e s  m a rk e ts  a r e  beco m in g  e v e r  m ore im p o r ta n t  s o u rc e s  o f  c a p i t a l  f o r  
g o v e rn m e n ts  and  p r i v a t e  c o r p o r a t io n s ,  and  o f  in v e s tm e n t  o p p o r t u n i t i e s  f o r  
i n d i v i d u a l s  and  i n s t i t u t i o n s  o f  a l l  n a t io n s ."  C i t in g  f o u r  r e c e n t  b i l a t e r a l  
agreem ents as  approaches t o  more e f f i c i e n t  in te r n a t io n a l  law  enforcem ent, Chairman 
Shad s a id , " B i la te r a l  and m u l t i l a t e r a l  co o p e ra tio n  agreem ents a re  needed so  t h a t  
we can h e lp  each o th e r  expose and p ro se cu te  s e c u r i t i e s  frau d s. These agreem ents 
m ust reco g n ize  th e  unique needs and i n t e r e s t s  o f  each country ." He concluded by 
e x p r e s s in g  th e  SEC's w i l l i n g n e s s  t o  h e lp  and  u rg e d  a c t i o n s  t o  p ro m o te  th e  
im provem ent o f  in te r n a t io n a l  s e c u r i t i e s  m arkets.
TREASURY, DEPARTMENT OF
Ronald J .  Lam bert, CPA, h a s  been  ap p o in ted  a s s i s t a n t  d i s t r i c t  d i r e c to r  fo r  th e  IRS
C le v e la n d  D i s t r i c t  h e a d q u a r te r e d  in  C le v e la n d , OH. The C le v e la n d  D i s t r i c t  i s
re s p o n s ib le  fo r  ta x  m a tte rs  in  th e  n o rth e rn  h a l f  o f  th e  S ta te  o f  Ohio. In  FY '85, 
i n d i v i d u a l ,  c o r p o r a te ,  and  o t h e r  t a x p a y e r s  f i l e d  4 .4  m i l l i o n  r e t u r n s  and p a id  
S21.9 b i l l i o n  i n  F e d e r a l  t a x e s .  Mr. L am b ert i s  a  c a r e e r  IRS em ployee  who h e ld  
p o s i t i o n s  w i th  a u d i t  f u n c t io n s  in  M ilw aukee , C h icag o , B irm ingham , AL and 
W ash in g to n , D.C. b e f o r e  b e in g  a p p o in te d  a s s i s t a n t  to  th e  a s s i s t a n t  com m issioner 
fo r  exam ination  in  1982. In  1983, he  was named a s s i s t a n t  d i s t r i c t  d i r e c to r  in  
H artfo rd , CT, th e  p o s i t io n  he h e ld  a t  th e  tim e  o f  h i s  appoin tm ent to  th e  C leveland  
D i s t r i c t .  Mr. Lambert succeeds Jack  G. P e t r i e ,  who i s  now tax p ay e r ombudsman.
S p e c ia l R ules R e la te d  t o  N uclear D ecom m issioning C o sts  i s  th e  t i t l e  o f  a  proposed 
ru lem aking  by th e  IRS, w ith  th e  issu an ce  o f  tem porary  re g u la t io n s  w hich se rv e  as 
t h e  com m ent docum ent f o r  th e  p ro p o se d  ru le m a k in g  (se e  th e  7 /1 0 /8 6  Fed. Reg., p. 
25070). The tem porary  re g u la t io n s  (see  th e  7 /10 /86  Fed. Reg., pp. 25033-49) s t a t e  
t h a t  " in  g e n e ra l, S ec tio n  88 p ro v id es  t h a t  th e  amount o f  n u c lea r  decom m issioning 
c o s t s  d i r e c t l y  o r  i n d i r e c t l y  c h a rg e d  t o  th e  c u s to m e rs  o f  a ta x p a y e r  t h a t  i s  
engaged in  th e  fu rn ish in g  o r  s a le  o f  e l e c t r i c  energy  g en era ted  by a n u c le a r  power 
p la n t  m ust be in c luded  in  th e  g ro ss  income o f  such tax p ay e r in  th e  same manner as 
am ounts c h a rg e d  f o r  e l e c t r i c  e n e rg y . F o r t h i s  p u rp o s e , am oun ts  p a y a b le  t o  any 
o th e r  pe rso n  (such as  a  t r u s t  o r  S ta te  government) s h a l l  be t r e a te d  as i f  payab le  
to  th e  tax p ay e r. Thus, th e  amount o f  n u c le a r  decom m issioning c o s ts  d i r e c t l y  o r 
in d i r e c t ly  charged to  th e  custom ers o f  a  tax p ay er, w hether p a id  to  th e  tax p ay er, a 
n u c lea r  decom m issioning fund o r  o th e r  e n t i ty ,  i s  re q u ire d  to  be in c lu d ed  in  g ro ss  
incom e u n d e r s e c t io n  88 and  t h i s  s e c t io n ,  even  th o u g h  th e  ta x p a y e r  d o es  n o t 
c o n tro l th e  in v estm en t o r  c u r re n t  ex p en d itu re  o f  th e  amount and th e  amount w i l l  
n o t  be  p a id  t o  t h e  ta x p a y e r  a t  th e  t im e  d e c o m m iss io n in g  c o s t s  a r e  in c u r r e d ."  
T hese  te m p o ra ry  r e g u l a t i o n s  a r e  e f f e c t i v e  on 7 /1 8 /8 4  and a p p ly  w i th  r e s p e c t  t o  
t a x a b le  y e a r s  e n d in g  on o r  a f t e r  su ch  d a te .  F o r f u r t h e r  in f o r m a t io n  on th e  
p ro p o se d  ru le m a k in g  o r  on th e  te m p o ra ry  r e g u l a t i o n s ,  c o n ta c t  S c o t t  McLeod a t  
202/566-3288.
Income ta x es ; d e b t in s tru m e n ts  w ith  o r ig in a l  is s u e  d isco u n t; im puted i n t e r e s t  on
d e fe rre d  payment s a le s  o r  exchanges o f  p ro p e rty ; and s a fe  haven i n t e r e s t  r a t e s  fo r
com m only c o n t r o l l e d  ta x p ay e rs  a re  th e  s u b je c ts  o f  proposed re g u la t io n s  to  be
d iscu ssed  a t  an IRS p u b lic  h e a r in g  11/17/86. The p ro posed  re g u la t io n s  r e l a t e  to
1) t h e  t a x  t r e a tm e n t  o f  d e b t  in s t r u m e n ts  i s s u e d  a f t e r  7 /1 /8 2 ,  t h a t  c o n ta in  
o r ig in a l  is s u e  d isco u n t; 2) th e  im p u ta tio n  o f  and th e  accoun ting  fo r  i n t e r e s t  w ith  
re s p e c t to  s a le s  and exchanges o f  p ro p e rty  o c c u rrin g  a f t e r  12/31/84; and 3) sa fe  
haven i n t e r e s t  r a te s  fo r  lo an s  o r  advances betw een commonly c o n tro l le d  tax p ay e rs
and s a fe  haven le a s e s  betw een such tax p ay e rs . N o tice  o f  th e  proposed  re g u la t io n s  
appeared  in  th e  4 /8 /8 6  Fed. Reg., pp. 12022-12098 and th e  d e ad lin e  fo r  su b m ittin g  
w r i t t e n  com m ents was e x te n d e d  t o  9 /2 /8 6  by  a  n o t i c e  in  t h e  6 /2 4 /8 6  F ed . Reg., p . 
22947. Persons w ish ing  t o  p re s e n t  o r a l  comments a t  th e  h e a r in g  m ust subm it, by 
10/27/86, an o u t l in e  o f  t h e i r  comments to  th e  Com m issioner o f  I n te r n a l  Revenue, 
A ttn : CC:LR:T (LR-189-84), W ashington, D.C. 20224. The p u b lic  h e a r in g  w i l l  beg in  
a t  10 a.m. on 1 1 /1 7 /8 6  in  th e  IRS A u d ito r iu m , 7 th  F lo o r ,  7400 C o r r id o r ,  1111 
C o n s ti tu t io n  Avenue, N.W., W ashington, D.C. For f u r th e r  in fo rm a tio n  c o n ta c t Faye 
E asley  a t  202/566-3935.
F ed e ra l ta x  tre a tm e n t o f  b o th  th e  le n d e r and th e  bo rrow er in  c e r ta in  below  m arket
i n t e r e s t  r a t e  lo an  t r a n s a c t io n s  i s  th e  s u b je c t o f  r e c e n t  IRS tem porary  re g u la t io n s
(s e e  t h e  7 /1 0 /8 6  F ed . Reg., pp. 2 5 0 3 2 -3 3 ). The r e g u l a t i o n s ,  a c c o rd in g  t o  IRS, 
app ly  to  below  m arket lo an s  made a f t e r  6 /6 /8 4  and a re  e f f e c t iv e  on t h a t  d a te . In  
g e n e ra l, s e c t io n  7872 t r e a t s  c e r ta in  below -m arket lo an s  as  econom ica lly  e q u iv a le n t 
to  loans b e a r in g  i n t e r e s t  a t  th e  a p p lic a b le  F ed e ra l r a t e  coupled  w ith  a  payment by 
th e  le n d e r  t o  t h e  b o r ro w e r  s u f f i c i e n t  t o  fu n d  th e  paym en t o f  i n t e r e s t  by  th e  
borrow er. The tem porary  r e g u la t io n s  p u b l i s h e d  in  th e  8 /2 0 /8 5  F ed . R eg. p ro v id e  
fo r  th e  exem ption o f  c e r ta in  below -m arket loans from  th e  ru le s  o f  s e c t io n  7872 on 
th e  g ro u n d s  t h a t  th e  a p p l i c a t i o n  o f  s e c t i o n  7872 w ould  n o t  h av e  a s i g n i f i c a n t  
e f f e c t  on any F ed e ra l ta x  l i a b i l i t y  o f  th e  le n d e r o r  th e  borrow er. I f ,  acco rd ing  
t o  IRS, one o f  th e  ex em p ted  lo a n s  i s  s t r u c t u r e d  a s  su ch  f o r  t a x  a v o id a n c e  
pu rposes, th e  S e rv ice  may re c h a ra c te r iz e  th e  t r a n s a c t io n  acco rd in g  to  i t s  economic 
s u b s ta n c e  and  a p p ly  s e c t i o n  7872 in  a c c o rd a n c e  w i th  i t s  te rm s . F o r f u r t h e r  
in fo rm a tio n  c o n ta c t Susan H a ll a t  202/566-3832.
SPECIAL: ACCOUNTING FIRMS ASSIST PRESIDENT'S COMMISSION  ON DEFEN SE MANAGEMENT
A survey o f  th e  in te r n a l  a u d i t  p ro c e sse s  o f  250 b u s in e ss  u n i t s  w hich account fo r  $90
b i l l i o n  in  annual governm ent s a le s ,  was conducted by th e  f irm  o f  P ea t, Marwick,
M itc h e ll  & Co. in  response  to  a re q u e s t  by th e  P re s id e n t 's  Blue Ribbon Commission 
on D efen se  M anagem ent. As a p a r t  o f  t h e i r  c o n c lu d in g  re m a rk s , P e a t ,  M arw ick 
s ta te d :  "C on tract com pliance i s  c r i t i c a l  and v i t a l  fo r  th o se  engaged in  governm ent 
w ork; t o  p e r fo rm  th e  r e q u i r e d  s u r v e i l l a n c e  o v e r  c o n t r a c t o r s '  p r a c t i c e s ,  th e  
i n t e r n a l  a u d i t  f u n c t io n  i s  p la y in g  an e v e r - in c r e a s in g  r o l e .  In  f a c t ,  i n t e r n a l  
a u d i t  i s  now re g a rd e d  by  m ost m a jo r g o v e rn m en t c o n t r a c t o r s  a s  an  e s s e n t i a l  
m o n ito r in g  d e v ic e . C o n se q u e n tly , th e  sco p e  o f  th e  i n t e r n a l  a u d i t  f u n c t io n  h a s  
b een  s i g n i f i c a n t l y  b ro a d e n ed  t o  em brace  th o s e  a r e a s  t h a t  a r e  s e n s i t i v e  t o  
government c o n tra c tin g . The survey  r e s u l t s  a ls o  su g g est th e  need fo r  enhancement 
o f  th e  fu n c tio n  to  more s p e e d ily  em phasize c e r ta in  a sp e c ts  o f  th e  c u r re n t  p la n s  
and  p ro g ram s."  The f i r m  o f  A r th u r  A n d ersen  a l s o  c o n t r ib u t e d  to  th e  w ork o f  th e  
P r e s i d e n t 's  C om m ission  w i th  t h e i r  " s tu d y  o f  G overnm ent a u d i t i n g  and  o th e r  
o v e r s ig h t  o f  d e fe n s e  c o n t r a c to r s . "  The A r th u r  A n d ersen  s tu d y , b a se d  on 
in fo rm a tio n  o b ta in ed  by f i e ld  v i s i t s  to  15 m ajor de fen se  c o n tra c to r s ,  s t a t e s  in  
p a r t :  "The r e s u l t s  o f  th e  s tu d y  in d ic a te  t h a t  d u p lic a t io n  in  th e  o v e rs ig h t p ro cess  
i s  e x ten s iv e . Changes a re  c le a r ly  re q u ire d  to  enhance e f f ic ie n c y  and reduce c o s ts  
to  bo th  c o n tra c to r s  and th e  government. W hile th e  c o n tra c to r s  exp ressed  concern 
a b o u t t h i s ,  e ach  ack n o w led g ed  th e  need  f o r  a r e a s o n a b le  l e v e l  o f  a u d i t i n g  and 
o th e r  o v e r s ig h t  in  th e  p ro c u re m e n t p r o c e s s  and  a c c e p ts  t h a t  a s  a  c o n d i t io n  o f  
d o in g  b u s in e s s  w i th  th e  g o v e rn m en t."  T h is  p a r t  o f  th e  F in a l  R e p o rt o f  th e  
Commission, i s  e n t i t l e d  Conduct and A c c o u n ta b ility , a  R eport to  th e  P re s id e n t by 
t h e  P r e s i d e n t 's  B lu e  R ibbon  Com m ission on D efense Management. T his R eport and 
th e  e a r l i e r  volume, e n t i t l e d  A Q uest fo r  E x ce llen ce , a re  now a v a i la b le  from th e  
U.S. Government P r in t in g  O ffice . S in g le  co p ies  a re  a v a i la b le  from GPO a t  a  c o s t  
o f  $8.50, by c a l l in g  202/783-3238.
SPECIAL: S ENATE SUBCOMMIT TEE TO LOOK AT "GRAY  MARKET" GOODS
A h e a r in g  on "gray m arket" goods o r  " p a r a l le l  im p o rts ," w i l l  be  th e  s u b je c t  o f  a
h e a r in g  by th e  S ena te  F inance C om m ittee 's I n te r n a t io n a l  T rade Subcom m ittee,
T uesday , 7 /2 9 /8 6 , a c c o rd in g  t o  a  r e c e n t  C o m m ittee  announcem en t. "Gray m ark e t"
goo d s, a l s o  known a s  " p a r a l l e l  im p o r ts "  a r e ,  a c c o rd in g  t o  t h e  C o m m ittee , " th o s e  
fo reign-m ade p ro d u c ts  b e a r in g  a  genuine tradem ark  b u t im ported  by a  p a r ty  o th e r  
th a n  th e  U.S. t ra d e m a rk  h o ld e r  o r  a u th o r iz e d  im p o r te r ."  I n  an n o u n c in g  th e  
h ea rin g , F inance Committee Chairman Sen. Bcb Packwood (R-OR) no ted  th a t  in  most 
c a s e s  th e  c o u r t s  h av e  u p h e ld  th e  U.S. C ustom s S e r v ic e  p o l i c y  o f  a l lo w in g  
im p o r ta tio n  o f  "gray m arket" goods. A re c e n t d e c is io n  o f  th e  D.C. C i r c u i t  C ourt, 
acco rd in g  to  Packwood, s tru c k  down th e  Customs' r e g u la t io n s , le av in g  t h a t  C i r c u i t  
i n  d i r e c t  c o n f l i c t  w i th  r e c e n t  r u l i n g s  o f  th e  2d and  F e d e r a l  C i r c u i t s .  I n  Sen. 
P ackw ood 's  v iew : " L e g i s l a t i v e  c l a r i f i c a t i o n  o f  t h i s  im p o r ta n t  i s s u e  may be  
needed ."  T h is  h e a r in g  w i l l  b e g in  a t  9 :30  a.m . i n  Room SD 215 o f  t h e  D irk s e n  
S e n a te  O f f i c e  B u ild in g .  S u b co m m ittee  C hairm an  Sen. Jo h n  D a n fo r th  (R-MO) w i l l  
p r e s id e .
SPECIAL: HOUSE JUDICIARY SUBCOMMITTEE SCHEDULE S  S ECOND L IABILIT Y  INSURANCE OVERSIGHT 
HEARING
The d i f f i c u l t y  o f  o b ta in in g  d a ta  on in su ra n ce  in d u s try  fin a n c es  w i l l  be  th e  s u b je c t  o f
a  7 /24 /86  h e a r in g  by th e  M onopolies Subcom m ittee o f  th e  House J u d ic ia ry  Committee.
T h is h e a r in g  fo llo w s a  3 /19/86  Subcom m ittee h e a r in g  w hich examined a  v a r ie ty  o f  
is su e s  r e l a t in g  t o  th e  u n a f fo rd a b i l i ty  and u n a v a i l a b i l i ty  o f  l i a b i l i t y  in su ran ce , 
p a r t i c u l a r ly  th e  M cCarran-Ferguson A ct, w hich exem pts th e  in su ran ce  in d u s try  from 
F e d e r a l  a n t i t r u s t  law s  and  le a v e s  r e g u l a t i o n  o f  th e  i n d u s t r y  t o  t h e  i n d iv id u a l  
s t a t e s .  A q u e s t i o n n a i r e  d e s ig n e d  t o  c o l l e c t  f i n a n c i a l  in f o r m a t io n  w as s e n t  t o  
in su ran ce  in d u s try  r e p re s e n ta t iv e s  b y  th e  S u b co m m ittee  i n  an  e f f o r t  t o  c o l l e c t  
s t a t i s t i c s  w itn e sse s  w ere unable to  p ro v id e  a t  th e  3 /19 /86  h e a rin g . In  a  6 /9 /8 6  
s ta te m e n t reg a rd in g  th e  survey  r e s u l t s ,  Rep. P e te r  Rodino (D-NJ), chairm an o f  th e  
J u d i c i a r y  C o m m ittee  and  o f  th e  M o n o p o lies  S u b c o m m ittee , s a i d  t h e  f in d in g s  
u n d e rm in e  " th e  c o m p an ie s ' c la im s  o f  m a ss iv e  l o s s e s  and  r a i s e s  t h e  s p e c t e r  o f  
p ric e -g o u g in g  and b lo a te d  p r o f i t s ."  The 7/24 /86  h e a r in g  i s  scheduled  to  b eg in  a t  
10 a.m. in  Room 2141 o f  th e  Rayburn House O ffic e  B u ild ing , W ashington, D.C.
SPECIAL: AICPA TAX DIVISION EXECUTIVE COMM ITTEE ON TAX PROPOSALS
The AICPA Tax D iv is io n  E x ecu tive  Com m ittee, a t  a  m eeting  7 /8 -9 /8 6 , id e n t i f i e d  th e
fo llo w in g  fo u r is s u e s  w hich a re  c u r r e n t ly  under c o n s id e ra tio n  by th e  c o n fe ree s  on
th e  ta x  re fo rm  b i l l  t o  be  o f  p a r t i c u l a r  concern  to  th e  accoun ting  p ro fe s s io n : 1 )
R equire p a r tn e rs h ip s , S c o rp o ra tio n s , and p ro fe s s io n a l  s e rv ic e  c o rp o ra tio n s  to
ch ange  t o  a  c a le n d a r  y e a r  f o r  t a x  p u rp o s e s . 2) R ep ea l o r  l i m i t  i n d i v id u a l  
m isce llan eo u s ite m iz ed  d ed u ctio n s, in c lu d in g  ta x  r e tu rn  p re p a ra t io n  fe e s . 3) Use 
a  p o r t i o n  o f  f i n a n c i a l  s ta t e m e n t  incom e a s  a  p r e f e r e n c e  i te m  f o r  t h e  c o r p o r a te  
a l t e r n a t i v e  minimum ta x .  4) C re a te  a  t a x  a d m i n i s t r a t i o n  t r u s t  fu n d  f o r  IRS 
o p e ra tio n s  to  be funded by  i n t e r e s t  and p e n a l t ie s  from  re tu r n  exam inations. O ther 
a s p e c t s  o f  th e  t a x  b i l l  h av e  a l s o  b een  s tu d ie d  and  a r e  b e in g  a d d re s s e d  in  
t e c h n i c a l  com m ents t o  th e  C o n g re ss . E f f o r t s ,  a c c o rd in g  t o  t h e  Tax D iv is io n  
E x e c u tiv e  C o m m ittee , a r e  in  p r o c e s s  t o  u rg e  th e  t a x  c o n f e r e e s  t o  c o r r e c t  th e s e  
p r o v i s io n s .  Tax D iv is io n  p o s i t i o n  p a p e r s  on th e s e  i s s u e s  c an  b e  o b ta in e d  b y  
c a l l in g  th e  AICPA's W ashington, D.C. o f f ic e  a t  202/872-8190, e x t. 47 .
SPECIAL: GRACE COMMISSION'S TAX COLLECTION AND ENFORCEMEN T RECOMMENDATIONS PART  OF
LEGISLATIVE PACKAGE
Improved ta x  law  com pliance, in c re a se d  c o l le c t io n s  and reduced ta x  d e lin q u e n c ie s  a re
th e  g o a ls  o f  l e g i s l a t i o n  in t r o d u c e d  in  th e  House and S e n a te  a s  a  r e s u l t  o f
recom m endations made by th e  P re s id e n t 's  P r iv a te  S e c to r Survey on C ost C o n tro l, o r  
th e  G race  C om m ission . The l e g i s l a t i o n ,  S. 2619 and  H.R. 5129, w as in t r o d u c e d  
r e c e n t ly  a s  p a r t  o f  a  package o f  15 t i l l s  in tro d u ced  in  each house o f  th e  Congress 
t o  im p le m e n t many o f  th e  G race  C o m m issio n 's  re c o m m en d a tio n s . To a c h ie v e  th e  
s t a t e d  g o a ls ,  t h e  b i l l s  w ou ld  1) a u th o r i z e  1 ,500 a d d i t i o n a l  c o l l e c t i o n  s t a f f  t o  
ach iev e  a  re d u c tio n  in  th e  le v e l  o f  d e lin q u e n t d eb t by a t  l e a s t  $5 b i l l i o n  w ith in  
f iv e  f i s c a l  y e a rs ; 2) a u th o r iz e  1,000 a d d i t io n a l  s t a f f  fo r  th e  in fo rm a tio n  re tu rn s  
p r o c e s s in g  p ro g ram ; 3) a u th o r i z e  2 ,500  a d d i t i o n a l  t a x  r e t u r n  e x a m in a t io n  and 
enforcem ent s t a f f  in  each o f  th e  n e x t th r e e  f i s c a l  y e a rs  and re q u ire  th e  S e c re ta ry  
o f  th e  T re a s u ry  t o  s u b m it a  p la n  w i th in  180 d ay s  o f  e n a c tm e n t t o  in c r e a s e  th e  
number o f  ta x  a u d i ts  to  a t  l e a s t  20% and ta x p ay e rs ' com pliance to  90% w ith in  th e  
n e x t  f i v e  y e a r s ;  4) r e q u i r e  t h e  c l a s s i f i c a t i o n  and  r e p o r t i n g  o f  d e l in q u e n t  
accoun ts  on a  b a s is  o f  s p e c if ie d  c h a r a c te r i s t i c s ;  5) re q u ire  th e  in c lu s io n  o f  lev y  
source  in fo rm a tio n  in  c lo s in g  agreem ents; 6) a u th o r iz e  th e  use  o f  e le c t r o n ic  funds 
t r a n s f e r  and  p a y r o l l  d e d u c t io n s  i n  i n s t a l l m e n t  a g re e m e n ts  w h ere  p ay m en ts  a r e  
d e lin q u e n t; 7) p r o h ib i t  l iq u o r  w h o le sa le rs  from  s e l l in g  t o  r e t a i l e r s  who have no t 
p a id  fo r  t h e i r  F ed e ra l O ccupational Tax Stamp and re q u ire  com puter m atching a s  an 
e n fo rc e m e n t t o o l .  S. 2619 and H.R. 5129 a l s o  p ro v id e  f o r  th e  a p p r o p r i a t i o n  o f  
funds t o  c a r ry  o u t th e se  o b je c t iv e s . S. 2619 was in tro d u ced  by Sen. W illiam  Roth 
(R-DE) and  H.R. 5129 b y  Rep. J im  K olbe (R-AZ); t h e  b i l l s  w e re  r e f e r r e d  t o  th e  
Senate  F inance and House Ways and Means Com m ittees re s p e c tiv e ly .
For fu rther inform ation contact Shirley Hodgson a t 202/872-8190.
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